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Our national real estate activity index rallied slight- 
REAL ESTATE ACTIVITY ly during April. From its March reading of 15.1 it 

rose eight-tenths of a point to 15.9. This is the 
first halt in the downward slide for eight months. 


We have expected real estate activity to level off slightly and believe that it is 
possible for it to remain at approximately its present level for a while before re- 
suming its downward trend. 


On page 226 we show the real estate activity cycle (the blue areas) compared 
with the real estate activity index (red line) that is uncorrected for long-term trend 
and for population growth. This red line shows that compared with 1925, the peak 
of the last boom, present activity is still at a high level. In other words, if the 
population of the country were the same today as it was in 1925, and real estate 
were turning over at its present volume, we would still be in a tremendous boom. 


Another factor that tends to spread our declining boom still thinner is the large 
number of brokerage offices. Unfortunately, many of these smaller firms are 
finding the falling real estate cycle too much to cope with and are closing their 
doors. 


The difficult days for real estate selling lie ahead - and the operation of a brok- 
erage business will place a heavy burden on the fortitude and ingenuity of the suc- 
cessful operators. 


Where it is possible, brokers are turning toward other fields for revenue. 
Many are attempting to bolster the insurance end of their operations and are also 
looking around for property management accounts. We believe these are sensible 
moves and that those making them are acting none too soon. 


The costs of building all four of our “guinea pig” 
RESIDENTIAL houses declined again during May. The table be- 
CONSTRUCTION COSTS low shows the smalldrops that have occurred since 
last month. 


Cost in April Costin May Decrease 
6-room brick $14,799 $14,701 $ 98 
6-room frame 14,593 14,509 84 
5-room brick veneer 12,977 12,869 108 
6-room California bungalow 7,640 7,596 44 
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The continued drop in lumber prices was joined by a small decrease in the price 
of millwork and some plumbing items. We expect these declines to continue and to 
spread to other lines as time passes. 


The Construction Industry Information Committee of the Producers’ Council, 
Inc., has published a bulletin by Miles Colean dealing with the price of new houses 
built during 1947. The bulletin is entitled “Who Can Afford Our New Housing? ” 
The bulletin points out that during the second quarter of 1947, 22% of new homes 
were in the $4,322 to $6,981 bracket, 25% sold for between $6,982 and $9,641, 
18% sold for between $9,642 and $12,301, and 14% sold for over $12,301. 


The bulletin goes on to point out that 45% of the new homes built during that 
period were built to sell at a price that families with income below $3,000 per 
year could afford. Anyone interested in the construction or sale of new homes 
should read Mr. Colean’s bulletin. 


While construction costs are higher now than they were during the second quar- 
ter of 1947, we believe that a large number of homes are still being provided for 
families in the lower income group. 


Real estate mortgage activity dropped once more 
REAL ESTATE during the month of March, The fall was rather 
MORTGAGE ACTIVITY slight, from an index reading of 152.6 in February 

to one of 148.7 in March. We believe that before 
long mortgage activity may show some short recovery. There seems to be plenty 
of mortgage money available and sound loans can and should still be made. 


We have recently published our May Mortgage Bulletin* in which we discuss 
the probabilities of safety for amortized mortgages. The charts in this bulletin 
point out the high safety factor that characterizes well-planned loans, and the long 
unsafe periods through which unwise loans must pass, 


The foreclosure index twitched slightly again dur- 
FOREC LOSURES ing April. This time it rose from 3.4 foreclosures 

per 100,000 nonfarm families to 3.5. We doubt 
whether the foreclosure index will duplicate its spectacular performance of the 
early thirties but we do expect considerably more activity than it has shown in the 
past several years. 


The latest figures for business activity show that 
BUSINESS ACTIVITY at the end of the first quarter of 1949 the index 

stood at 27.3 above normal. The drop beginning 
last November is the longest sustained drop since the end of the war. 


It has been evident for some time that the buyer’s market that hit real estate 
several months ago has spread to other lines. We expect more drops as the year 
unfolds, but nothing drastic. The readjustment is still slow and orderly and in most 
respects healthy, although some marginal firms are being hurt. 





*« Probabilities of Safety for Amortized Mortgages,” Real Estate Analyst, Vol. XVII, 
No. 22, May 20, 1949. 
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The hourly wage rate index is still moving up. However, instead of climbing 
steeply as it has for several years, it is inching upward slowly - and in many in- 
stances the work week is being cut down and layoffs are increasing. In several 
notable cases hourly wages have been reduced. 


During the year ending April 1949, 895,800 dwell- 
RESIDENTIAL ing units were started in nonfarm areas of the 
CONSTRUCTION United States. This is nearly 100,000 units less 

than were started during the 12 months from Sep- 
tember 1947 through August 1948, when 985,500 units were started, 


Through April of this year we have started 244,000 nonfarm dwelling units, 
This is still building at a boomtime rate, although at a slower pace than 1948. Dur- 
ing the same period in 1948, 279,500 units were started. So far, 1949 nonfarm 
residential construction is 12-1/2% below the 1948 pace. We expect a continuance 
of this slow slide, but no collapse in the residential construction field. 


The rent index is moving upward very slowly. Af- 
RENTS ter seven years of rent controls, the index is still 

more than 5% below the average of the 1921-1938 
period. The reading for April was 94.8, a rise of two-tenths of a point from the 
March figure of 94.6. The new rent formula is apparently going to be of little assis- 
tance to small property owners and virtually no assistance to large property owners. 
The “home rule” provision of the new rent bill offers more certain relief. As in- 
dividual States become free of controls, through the home rule provision, the Con- 
gressional Representatives of those States may be relieved of most of the pressure 
to vote for continuation of Federal controls. 


The Nebraska Unicameral Legislature voted on May 17 to end rent controls by 
November 1. If this bill is signed by the Governor, rent controls will end in Ne- 
braska some time next fall. No doubt there are more State legislatures that will 
avail themselves of the privilege granted by the new rent control bill. 











